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Salas, Secretary FCC

DATE: November 19, 1998

~: EX PARTE FILING - Letter from Walter Challenger, the
Chairman of the Public Service Commission of the United
States Virgin Islands; Federal-State Joint Board on
Universal Service, CC Docket Nos. 96-45 97-160

Attached are ~wo copies of letters sent to each member of
the Federal-State Joint Board from the Walter Challenger, the
Chairman of the Public Service Commission of the United States
Virgin Islands. Ple~~e include them in the appropriate file.

)."

Thank you for your assistance in this matter.

-



..

. EX PARTE OR LATE FILED
GOVERNMENT OF THE VIRGIN ISLANDS

OF THE
UNITED STATES

--0--

Public Services Commission

~o~ber 9,1998

The Honorable Susan Ness
Federal-State Board Chair
Commissioner
Federal Communications Commission
1919 M Street, NW, Room 832
Washington, DC 20554

Dear Commimoner Ness:

EX PARTE FILING"
CC_Docket Nos. 96-45, 97-161

On behalfofthe UDited States Vugin Islands Public Service Commission (the "PSC"), I
strongly urge you to recOmmeDd to the Federal Communications Commission ("FCC'') a
universal service fimding methodoJoay tIaat will cover 100 percent of the high-cost funding
requirements ofthe Virgin Islands. Only by making such a recommendation will the Board and
the FCC ensure that the citizeDs ofthe Virgin Islands will enjoy affordable and reliable
telecommunications services.

The FCC's cmrent proposal to sIJjft 75 percent ofthe existing high-cost fund
requirements to local sources woukfhave a uniquely devastating effect on telecommunications
services and rates in the U.S. Virgin Islands. Unlike nearly every other jurisdiction, the U.S.
Virgin Islands has no intraitatetoll~ because the entire island system is one local calling
area. As a result, the PSC does Doteajoy an intrastate toll revenue base from which it can
makeup the shortfall created by the n:duced federal support ofthe high-cost fund. Because the
major local carrier Viteclo relies on receiving universal service support, it cannot make up the
differences either. Further,Jiven the tin)' size and population ofthe U.S. Virgin Islands, there
simply are not enough ratepraycn ofauy 1YPe :from which additional revenues could be
disproportionately collected. Thus, the only means by which the U.S. Virgin Islands could make
up this shortfall would be to increase the basic rates ofall its customers.

The impact on the laIes tbatour coDsumeI'S will pay will be significant. For example,
given the 25n5 methodoiOlY, the U.S. Vqin Islands will be required to raise on its own almost
$8.5 million this year. While in the grand scheme ofthe high-cost fund this may seem to be a
relatively tiny figure, in the U.S. Virgin Islands this represents over 40 percent ofthe revenues
collected from basic servi~ Rates would increase correspondingly. For example, the basic
residential rate would shootliom S18.S0 pel' month to almost $26 per month - an increase of $90
per year. Business rates would skyrocket from $49.85 per month for a main line to just over $70
per month - an increase ofnearly S242 pel' year per line.

P.o. Box 40. Cbadotte AmaJIe, Bt.~ yo,.. ~"'da 00804·0040 - (809) 178-1291 Fax: (809) 174-4971
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This is an increase our ratepayers can ill afford to pay. The basic rates in the U.S. Virgin
Islands are already well above the national averages of$13.70 for residential lines and $32.54 for
business lines, reflecting the costly nature ofproviding service in the U.S. Virgin Islands.
Further, nearly a quarter ofthe population ofthe island group lives beneath the poverty line. For
those living above the poverty Ime, the average disposable income is only 60 percent ofthat
enjoyed by residents ofthe mainland United States.

Basic telephone service bas become a necessity (and a national goal) in our society. Yet,
given the tremendous impact ofthe removal offederal support on rates in the U.S. Virgin
Islands, we anticipate that the reduction in federal universal service support would render even
basic telephone service unatfordablefor large numbers ofour citizens who are already living on
the economic edge. 1bis, iJl turn. wiD have a negative effect on subscribership levels, which are
already lower than those ofthe maipIand, Further, any reduction in revenues will force Vitelco
to cut back on its modernization e1Ibrts and reduce its ability to continue to improve the quality
services the people ofthe U.S. Vqin Islands

The Board can alleviate thispotential crisis by recommending to the FCC that it act to
fully fund the high-cost requifeme.ats ofthe U.S. Virgin Islands. The situation here is unique and
the cost is small. The payoff, on the other band, will be dramatic and give our citizens the ability
to retain what nearly every American is entitled to enjoy - basic telephone service.

Thank you for your consideration ofthis critical matter to the citizens ofthe U.S. Virgin
Islands.

Sincerely,

~,4<N 1!i'
Walter L. Challenger
Chairman
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November 9, 1998

The Honorable Harold Furchtgott-Roth
Federal-State Board
Commissioner
Federal CommUDieatioDs Commission
1919 M Street, NW, Room 832
Washington, DC 20554

Dear Commissioner Fu.rcbtaott-Roth:

On behalfofthe United States Virgin Islands Public Service Commission (the "PSC"), I
strongly urge you to recOmmend to the Federal Communications Commission ("FCC'') a
universal service funding methodology that will cover 100 percent ofthe high-cost funding
requirements ofthe Virgin Islands. Only by maldng such a recommendation will the Board and
the FCC ensure that the citizens ofthe VJrgin Islands will enjoy affordable and reliable
telecommunications services.

The FCC's current ptnpOS8l to shift 75 percent ofthe existing high-cost fund
requirements to local sourees would have a uniquely devastating effect on telecommunications
services and rates in the U.S. Virgin Islands. Unlike nearly every other jurisdiction, the u.S.
Virgin Islands has no intrasttlle toll service because the entire island system is one local calling
area. As a result, the PSC docs not eqjoy an intrastate toll revenue base from which it can
makeup the shortfall created by the reduced federal support ofthe high-cost fund. Because the
major local carrier Viteclo relies on receiving universal service support, it cannot make up the
differences either. Further, Jiven the tiny size and population ofthe U.S. Virgin Islands, there
simply are not enough ratepe.yers ofany type from which additional revenues could be
disproportionately collected. •• Thus. the omy means by which the U.S. Virgin Islands could make
up this shortfall would be to increase the basic rates ofall its customers.

The impact on the rates that our consmners will pay will be significant For example,
given the 25n5 methodology, the U.S. VJrgin Islands will be required to raise on its own almost
$8.5 million this year. While in the grand scheme ofthe high-cost fund this may seem to be a
relatively tiny figure, in the U.S. Virgin Islands this represents over 40 percent ofthe revenues
collected from basic service. Rates would increase correspondingly. For example, the basic
residential rate would shoot fiom S18.50 per month to almost $26 per month - an increase of$90
per year. Business rates would skyrocket from $49.85 per month for a main line to just over $70
per month - an increase ofnearly $242 per year per line.

P.o. Box 40. ChcuJctte JlLmoHe. lit. '1'IlomcI-. VhviD IsIaDds 0Ge00l-004O - (809) 776-1291 Fax: (809) 774-4971
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This is an increase our ratepayers can ill afford to pay. The basic rates in the U.S. Virgin
Islands are already well above the national averages of$13.70 for residential lines and $32.54 for
business lines, reflecting the costly nature ofproviding service in the U.S. Virgin Islands.
Further, nearly a quarter ofthe population ofthe island group lives beneath the poverty line. For
those living above the poverty line, the average disposable income is only 60 percent ofthat
.enjoyed by residents ofthe mainland United States.

Basic telephone service bas become a necessity (and a national goal) in our society. Yet,
given the tremendous impact ofthe removal offederal support on rates in the U.S. Virgin
Islands, we anticipate that the reduction in federal universal service support would render even
basic telephone serviceunatfo~. for large numbers ofour citizens who are already living on
the economic edge. This, in tum, wiJJ:bIMs a negative effect on subscribership levels, which are
already.lower than those ofthe mainland. Further, any reduction in revenues will force Vitelco
to cut back on its modernization efforts and reduce its ability to continue to improve the quality
services the people ofthe U.S. Vugin Islands

The Board can alleviate this potential crisis by recommending to the FCC that it act to
fully fund the high-cost requirements ofthe U.S. Virgin Islands. The situation here is unique and
the cost is small. The payoff: on the other band, will be dramatic and give our citizens the ability
to retain what nearly every A:meticaa is entitled to enjoy - basic telephone service.

Thank you for your consideration ofthis critical matter to the citizens ofthe U.S. Virgin
Islands.

Sincerely,

"'Ilk /fl.~
Walter L. Challenger
Chairman
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The Honorable Gloria Trisbmi
Federal-State Board
Commissioner
Federal Communications Commission
1919 M Street, NW, Room 832
Washington, DC 205S4

Dear Commissioner Tristani:

On behalfofthe United States Vugin Islands Public Service Commission (the "PSC"), I
strongly urge you to recommend to the Federal Communications Commission ("FCC'') a
universal service funding methodology that will cover 100 percent ofthe high-cost funding
requirements ofthe Virgin Islands. Only by making such a recommendation will the Board and
the FCC ensure that the citizr;ns oftheVugin Islands will enjoy affordable and reliable
telecommunications services.

The FCC's CUl'IeJlt proposal to shift 75 peroent ofthe existing high-cost fund
requirements to local solll'CeSwould have auniquely devastating effect on telecommunications
services and rates in the U.s. Virgia IsJand.,. Unlike nearly every other jurisdiction, the U.S.
Virgin Islands has no intrtl3lQte toUservicc because the entire island system is one local calling
area. As a result, the PSC does not eqjoy an intrastate toll revenue base from which it can
makeup the shortfall created by the reduced federal support ofthe high-cost fund. Because the
major local carrier Viteelo teJieson receiving universal service support, it cannot make up the
differences either. Further, given the tiny size and popuIation ofthe U.S. Virgin Islands, there
simply are not enough ratepayers ofmy type from which additional revenues could be
disproportionately collected. Thus, the only means by which the U.S. Virgin Islands could make
up this shortfall would be to increase the basic rates ofall its customers.

The impact on the rates that our consumers will pay will be significant. For example,
given the 25n5 methodology, the U.S. Vugin Islands will be required to raise on its own almost
$8.5 million this year. While in the grand scheme ofthe high-cost fund this may seem to be a
relatively tiny figure, in the U.S. VIrgin Islands this represents over 40 percent ofthe revenues
collected from basic service. Rates would increase correspondingly. For example, the basic
residential rate would shoot from SI8.50 per month to almost $26 per month - an increase of$90
per year. Business rates would skyrocket from $49.85 per month for a main line to just over $70
per month - an increase ofnearly $242 per year per line.

P. o. Box 40. ChcarIoINt AmalIe. St.~ VbgIa &fa:!da 00804-0040 - (801) 716·1291 Fax: (809) 714.4971
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This is an increase our ratepayers can ill afford to pay. The basic rates in the u.s. Virgin
Islands are already well above the national averages ofS13.70 for residential lines and S32.54 for
business lines, reflecting the costly nature ofproviding service in the U.S. Virgin Islands.
Further, nearly a quarter ofthe population ofthe island group lives beneath the poverty line. For
those living above the poverty line, the average disposable income is only 60 percent ofthat
enjoyed by residents ofthe mainland United States.

Basic telephone service has become a necessity (and a national goal) in our society. Yet,
given the tremendous impact ofthe removal offederal support on rates in the U.S. Virgin
IsI~ we anticipate that the reduction in federal universal service support would render even
basic telephone service unaffordable foriarge numbers ofour citizens who are already living on
the economic edge. This, in tuI'Dt will have a negative effect on subscribership levels, which are
already lower than those ofthe mainland. Further, any reduction in revenues will force Vitelco
to cut back on its modemi73tioa etforts and reduce its ability to continue to improve the quality
services the people ofthe U.S. V'ugin IsIands

The Board can alleviate this potential crisis by recommending to the FCC that it act to
fully fund the high-cost requirements ofthe U.S. Virgin Islands. The situation here is unique and
the cost is small. The payoff; on the other hand, will be dramatic and give our citizens the ability
to retain what nearly every American is entitled to enjoy - basic telephone service.

Thank you for your consideration ofthis critical matter to the citizens ofthe U.S. Virgin
Islands.

Sincerely,

~/cJ.~
Walter L. Challenger
Chairman



EX PARTE FILING
CC Docket Nos. 96-45, 97-160

RECEIVED
NOV 191998

c:UEltAL
< ~'M7 ....

(J:Fa~ lHr8l!alE7Mr

Public Sennces Commission

EX PARTE OR LATE FILED
GOVERNMENT OF THE VIRGIN ISLANDS

OF THE
UNITED STATES

--0--

November 9,1998

The Honorable Julia JoJmson
Federal-State~ State Chair
Chairman
Florida Public Services Commission
2540 Shumard Oak Blvd.
Gerald Gunter Building
Tallahassee, Fl32399-850

Dear Chairman Johnson:

On behalfoftho United StatesVqin Islands Public Service Commission (the "PSC"), I
strongly mge you to recOmmend to the Federal Communications Commission ("FCC") a
universal service funding methodology that will cover 100 percent ofthe high-cost funding
requirements ofthe ViIBin Islands•.0aJrby making such a recommendation will the Board and
the FCC ensure that the citize.asof1he V"qin Islands will enjoy affordable and reliable
telecommunications services.

The FCC's current proposal to shift 75 percent ofthe existing high-cost fund
requirements to local sources would haw a uniquely devastating effect on telecommunications
services and rates in the U.S. Virgin Islands. Unlike nearly every other jurisdiction, the U.S.
Virgin Islands has no intrt13tate toD service because the entire island system is one local calling
area. As a result, the PSC do.es not oqjOf an intrastate toll revenue base from which it can
makeup the shortfall created by 1he teduced federal support ofthe high-cost fund. Because the
major local canier Viteelo relies on RCei\'ing universal service support, it cannot make up the
differences either. Further, given the tiny size and population ofthe U.S. Virgin Islands, there
simply are not enough l'atepIQClsofeay type from which additional revenues could be
disproportionately collectect 1'hvs, the only means by which the U.S. Virgin Islands could make
up this shortfall would be to increase the basic rates ofall its customers.

The impact on the rates that ourconsumers will pay will be significant. For example,
given the 2Sn5 metbodo1oaY, tbo· U.S. Virgin Islands will be required to raise on its own almost
$8.5 million this year. While in the grand scheme ofthe high-cost fund this may seem to be a
relatively tiny figure, in the U.S. Virgin Islands this represents over 40 percent ofthe revenues
collected from basic service. Rates would increase correspondingly. For example, the basic
residential rate would shoot from S18.50 per month to almost $26 per month - an increase of $90
per year. Business rates would skyrocket from $49.85 per month for a main line to just over $70
per month - an increase ofnearly $242 per year per line.

P. o. Box 40. Cbadotte Ama1Ilt. sa. '1'!aclIDa.,~ b1clDdII 00804'0040 - (809) 776·1291 Fax: (809) 774.497.1
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This is an increase ourratepayen can ill afford to pay. The basic rates in the U.S. Virgin
Islands are already well above the national averages ofS13.10 for residential lines and $32.54 for
business lines, reflecting the costly nature ofproviding service in the U.S. Virgin Islands.
Further, nearly a quarter ofthe population ofthe island group lives beneath the poverty line. For
those living above the poverty line, the average disposable income is only 60 percent ofthat
,enjoyed by residents ofthe mainland United States.

Basic telephone service has become a necessity (and a national goal) in our society. Yet,
given the tremendous impact ofthe removal offederal support on rates in the U.S. Virgin
Islands, we anticipate that the reduction in federal universal service support would render even
basic telephone service una1Jordable for large numbers ofour citizens who are already living on
the economic edge. This, in tum, will have a negative effect on subscribership levels, which are
already lower than those ofthe mainland. Further, any reduction in revenues will force Vitelco
to cut back on its modernization etfons and reduce its ability to continue to improve the quality
services the people ofthe u.s. Virgin Islands

The Board can alleviate this potential crisis by recommending to the FCC that it act to
fully fund the high-cost requirements ofthe U.S. Virgin Islands. The situation here is unique and
the cost is small. The payo~ on the other hand, will be dramatic and give our citizens the ability
to retain what nearly every American is entitled to enjoy - basic telephone service.

Thank you for your consideration ofthis critical matter to the citizens ofthe U.S. Virgin
Islands..

Sincerely,

41~.A,· ~~I
Walter L. Challenger
Chainnan
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~~ber 9, 1998

The Honorable David Baker
Federal·State Board Member
Commissioner
Georgia Public Service Commission
244 Washington Street, S.W.
Atlanta, GA 30334-5701

Dear Commissioner Baker:

On behalfofthe UDited States Vqin Islands Public Service Commission (the "PSC'J, I
strongly urge you to recOmmend to the Federal Communications Commission ("FCC") a
universal service funding methodology that will cover 100 percent ofthe high.cost funding
requirements of the Virgin Islands. Only by maldng such a recommendation will the Board and
the FCC ensure that the citizens ofthe Virgin Islands will enjoy affordable and reliable
telecommunications services.

The FCC's current proposal to shift 75 percent ofthe existing high.cost fund
requirements to local SOuzces wouJdhave a uniquely devastating effect on telecommunications
services and rates in the U.S. ViJlinlslands Unlike nearly every other jurisdiction, the U.S.
Virgin Islands has no intrastllle toll service because the entire island system is one local calling
area. As a result, the PSC does not enjoy aD intrastate toll revenue base from which it can
makeup the shortfall createdby the reduced federal support ofthe high.cost fund. Because the
major local carrier Viteelo relies onreceiv'iDg universal service support, it cannot make up the
differences either. Further, given the tiny size and population ofthe U.S. Virgin Islands, there
simply are not enough ratepayers ofany type from which additional revenues could be
disproportionately collected. .nms, the only means by which the U.S. Virgin Islands could make
up this shortfall would be to increase the blsic rates ofall its customers.

The impact on the rates that our CODSUIDers will pay will be significant. For example,
given the 25n5 methodology, the U.S. VIrgin Islands will be required to raise on its own almost
$8.5 million this year. While in the grand scheme ofthe high.cost fund this may seem to be a
relatively tiny figure, in the U.S. Virgin Islands this represents over 40 percent ofthe revenues
collected from basic service. Rates would increase correspondingly. For example, the basic
residential rate would shoot from S18.50 per month to almost $26 per month - an increase of$90
per year. Business rates would skyrocket ftom $49.85 per month for a main line to just over $70
per month - an increase ofnearly $242 per year per line.

P. o. Box 40. Chadotte Jb:Dalilt. sa. ........ Vkgia I8IoDda 000U0f.·OO4O - (809) 778·1291 Fax: (809) 174-4971
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This is an increase our ratepayers can ill afford to pay. The basic rates in the u.s. Virgin
Islands are already well above the national averages of$13.70 for residential lines and $32.54 for
business lines, reflecting the costly nature ofproviding service in the U.S. Virgin Islands.
Further, nearly a quarter ofthe population ofthe island group lives beneath the poverty line. For
those living above the poverty line, the average disposable income is only 60 percent ofthat
enjoyed by residents oftbe mainland United States.

Basic telephone service bas become a necessity (and a national goal) in our society. Yet,
given the tremendous impeet ofthe removal offederal support on rates in the U.S. Virgin
Islands, we anticipate that~~on in federal universal service support would render even
basic telephone service unaffoIdabIe for large numbers ofour citizens who are already living on
the economic edge. This, in tmn, will have a negative effect on subscribership levels, which are
already lower than those ofthe maiDJand. Further, any reduction in revenues will force Vitelco
to cut back on its modernization efforts and reduce its ability to continue to improve the quality
services the people ofthe U.S. Vugin Islands

The Board can alleviate this potential crisis by recommending to the FCC that it act to
:fully fund the high-cost requirements oftbe U.S. Virgin Islands. The situation here is unique and
the cost is small. The payoft on the other hand, will be dramatic and give our citizens the ability
to retain what nearly every American is entitled to enjoy - basic telephone service.

Thank you for YOlD' consideration of this critical matter to the citizens ofthe U.S. Virgin
Islands..

Sincerely,

~"·~d
Walter L. Challenger
Chairman
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The Honorable Laska Sehoenfelder
Federal-State Board Member
Commissioner
South Dakota Public U1iIi1ies Commissim
State Capital, 500 East Capital Street
Pierre, SD 57501·5070

Dear Commissioner SchoeDfelder:

On behalfofthe UDited States VugiD Islands Public Service Commission (the ''PSC''), I
strongly urge you to recOmmend to the Federal Communications Commission ("FCC'') a
universal service funding metI.todOloaY that will cover 100 percent ofthe high-cost funding
requirements ofthe Virgin Islands. Onlyby maJdng such a recommendation will the Board and
the FCC ensure that the citizens ofthe VJrgin Islands will enjoy affordable and reliable
telecommunications services.

The FCC's current pl'OpOS$Ito sIIift 75 percent ofthe existing high-cost fund
requirements to local sources would have a uniquely devastating effect on telecommunications
services and rates in the U.S. Virgin Islands. Unlike nearly every other jurisdiction, the U.S.
Virgin Islands has no intrOlfQl, tOll IIel'Viee because the entire island system is one local calling
area. As a result, the PSC does not en,joy an intrastate toll revenue base from which it can
makeup the shortfall created by the reduced federal support ofthe high-cost fund. Because the
major local carrier Viteclo relies on receiving universal service support, it cannot make up the
differences either. Further, giveJ1tbo tiny size and population ofthe U.S. Virgin Islands, there
simply are not enough ratepiyers ofany type from which additional revenues could be
disproportionately collected. Thus, the only means by which the U.S. Virgin Islands could make
up this shortfall would be to increase the basic rates ofall its customers.

The impact on the rates that our consumers will pay will be significant. For example,
given the 25n5 methodology, the U.S. VJrgin Islands will be required to raise on its own almost
$8.5 million this year. While in the grand scheme ofthe high-cost fund this may seem to be a
relatively tiny figure, in the U.S. Virgin Islands this represents over 40 percent ofthe revenues
collected from basic service. Rates would increase correspondingly. For example, the basic
residential rate would shoot fiom 518.50 per month to almost 526 per month - an increase of$90
per year. Business rates would skyrocket ftom $49.85 per month for a main line to just over $70
per month - an increase ofnearly $242 per year per line.

:.'. ~~ 40, CharJone.AaaaUe. It. '2'.taoaau. VJIDJD I:J:I1,ds 00804·0040 - (809) 118-1291 Fax: (809) 114-4911
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This is an increase our ratepayers can ill afford to pay. The basic rates in the U.S. Virgin
Islands are already well above the national averages of$13.70 for residential lines and $32.54 for
business lines, reflecting the costly nature ofproviding service in the U.S. Virgin Islands.
Further, nearly a quarter ofthe population ofthe island group lives beneath the poverty line. For
those living above the poverty line, the average disposable income is only 60 percent ofthat
enjoyed by residents ofthe mainland United States.

Basic telephone service has become a necessity (and a national goal) in our society. Yet,
given the tremendous impact ofthe removal offederal support on rates in the U.S. Virgin
Islands, we anticipate that the reducdoD in federal universal service support would render even
basic telephone service unaftbrdabJe for large numbers ofour citizens who are already living on
the economic edge. This, in tum, will have a negative effect on subscn"bership levels, which are
already lower than those ofthe mainJand. Further, any reduction in revenues will force Vitelco
to cut back on its modernization efforts and reduce its ability to continue to improve the quality
services the people oftile U.S. Virgin Islands

The Board can alleviate this potential crisis by recommending to the FCC that it act to
fully fund the high-cost requirements of the U.S. Virgin Islands. The situation here is unique and
the cost is small. The payoft', on the other band, will be dramatic and give our citizens the ability
to retain what nearly every American is entitled to enjoy - basic telephone service.

Thank you for your consideration ofthis critical matter to the citizens ofthe U.S. Virgin
Islands.

Sincerely,

~,N.~
Walter L. Challenger
Chairman
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The Honorable Martha S. Hogerty
Federal-State Board Member
Public Counsel
Missouri Office ofPublic Couusel
301 West High Street, Suite 250
P.O. Box 7800
Jefferson City, MO 65102

Dear Ms. Hogerty:

On behalfofthe United States Vqin Islands Public Service Commission (the "PSC''), I
strongly mge you to recommencitotbe Fedeml Communications Commission ("FCC'') a
universal service funding metbodoJoay that will cover 100 percent ofthe high-cost funding
requirements ofthe Virgin Islands. Only by making such a recommendation will the Board and
the FCC ensure that the citizens ofthe Vugin Islands will enjoy affordable and reliable
telecommunications services.

The FCC's current.PfOPO$ld to shift 75 percent of the existing high-cost fund
requirements to local sources would have a uniquely devastating effect on telecommunications
services and rates in the U.S. VUgiraJslands. Unlike nearly every other jurisdiction, the U.S.
Virgin Islands has no intraItote t9D service because the entire island system is one local calling
area. As a resul~ the PSC does not enjoy aD intrastate toll revenue base from which it can
makeup the shortfall created by the 1'tduced federal support ofthe high-cost fund. Because the
major local carrier Viteclo relles on receiving universal service support, it cannot make up the
differences either. Further,GJ__ tiD1size and population ofthe U.S. Virgin Islands, there
simply are not enough ratepayers ofany.type from which additional revenues could be
disproportionately collected. Thus, the oDlY means by which the U.s. Virgin Islands could make
up this shortfall would be to increase the basic rates ofall its customers.

The impact on the rates that.our CODSUlDers will pay will be significant. For example,
given the 25n5 methodology, the U.S. Vugin Islands will be required to raise on its own almost
$8.5 million this year. WhiJ~ in the grand scheme ofthe high-cost fund this may seem to be a
relatively tiny figure, in the U.s. Virgin Islands this represents over 40 percent ofthe revenues
collected from basic service. R.IW's would increase cmrespondingly. For example, the basic
residential rate would shoot from $18.50 per month to almost $26 per month - an incre~.;eof $90
per year. Business rates would ~/,,'JCketfrom $49.85 per month for a main line to just ove.. $70
per month - an increase ofnearly $242 per year per line.

P. 0. Box.o. Oadou• .AIDcIu.. It. "IJa. "'." y~ Idcmda 00804·0040 - (809) 718·1291 Fax: (809) 174.49/...
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This is an increase our ratepayers can ill afford to pay. The basic rates in the u.s. Virgin
Islands are already well above the national averages of$13.70 for residential lines and $32.54 for
business lines, reflecting the costly Dature ofproviding service in the U.S. Virgin Islands.
Further, nearly a quarter ofthe population ofthe island group lives beneath the poverty line. For
those living above the poverty line, the average disposable income is only 60 percent of that
enjoyed by residents ofthe mainland United States.

Basic telephone service has become a necessity (and a national goal) in our society. Yet,
given the tremendous impact ofthe removal offederal support on rates in the U.S. Virgin
Islands, we anticipate that the n:duction infed~ universal service support would render even
basic telephoneservice~.for large numbers ofour citizens who are already living on
the economic edge. This, in tum, wiD have a negative effect on subscribership levels, which are
already lower than those ofthe mainland. Further, any reduction in revenues will force Vitelco
to cut back on its modernization efforts and reduce its ability to continue to improve the quality
services the people ofthe U.S. Virgin Islands

The Board can alleviate this potential crisis by recommending to the FCC that it act to
fully fund the high-cost requirements ofthe U.S. Virgin Islands. The situation here is unique and
the cost is small. The payoft; on the other hand, will be dramatic and give our citizens the ability
to retain what nearly every American is entitled to enjoy - basic telephone service.

Thank you for your consideration ofthis critical matter to the citizens of the U.S. Virgin
Islands.

Sincerely,

AJ-·/t~cr
Walter L. Challenger
Chairman


